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MANAGEMENT'S DISCUSSION AND ANALYSIS



Charter Township of Caledonia
MANAGEMENT'S DISCUSSION AND ANALYSIS

Cur discussion and analysis of the Charter Township of Caledonia’s (the Township) finangial
performance provides a narrative overview of the Township's financial activities for the fiscal year
ended December 31, 2007. Please read it in conjunction with the Township's financial statements.

FINANCIAL HIGHLIGHTS

+ The Township's total net assets increased by $27V8178 (1 percent) as a result of this year's
activities. Net asseis of the governmental activities increased by $629,189, while net assets of the
business-type activities decreased by $351,091,

= Of the $28 617,375 total net assets reported, $6 608,182 (23 percent) is unrestricied, or available
to be used at the Board's discretion.

=« The General Fund's unreserved, undesignated fund balance at the end of the fiscal year was
$2,273,463, which represents 259 percent of the actual total Genera! Fund expenditures for the
current fiscal year,

Overview of the financial statements

The Township's annual financial report is comprised of three parts: management's discussion and
analysis, the basic financial statements, and required supplementary information. The basic financial
statements include two kinds of statements that present different views of the Township:

» The {irst two statements are government-wide financial statements that provide both leng-term and
short-term information about the Township’s overall financial status.
= The remaining statements are fund financial statements that focus on individual parts of the
Township, reporting the Township's operations in more detaill than the government-wide financial
statements.
o Governmental fund statements tell how general government services, like public safety,
were financed in the shori-term, as well as what remains for future spending.
o Proprigtary fund statements offer short- and long-term financial information about the
activities the government operates like a business, such as the sewer and water systems.
¢ Fiduciary fund statements provide information about the {inancial relationships in which the
Township acts solely as a trustee or agent for the benefit of others to whom the resources
in question belong.

The financial statements also include notes that explain some of the information in the financial
staternents and provide more detailed data. The financial statements are followed by 2 section of
reguired supplementary information that further explains and supports the information in the financial
statements.

A comparative analysis of the basic financial statements for 2007 and 2006 is also presented,
Governmeni-wide financial statements

The government-wide financial statements report information about the Township as & whole using
accounting methods similar to those used by private-sectar companies. The statement of net assets

includes all of the Township’s assets and liabilities. All of the current year's revenues and expenses are
accounted for in the statement of activities, regardiess of when cash is received or paid.



Charter Township of Caledenia
MANAGEMENT’S DISCUSSION AND ANALYSIS {Continued)

The two governmeni-wide statements report the Township's net assets and how they have changed.
Net assets (the difference between the Township's assets and liabiliites) is one way fo measure the
Township's financial health, of position.

« Over time, increases or decreases in the Township's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.

» To assess the overall heaith of the Township, you need to consider additional nonfinancial factors,
such as changes in the Township's praperty tax base and the condition of the Township's capital
assels.

The government-wide financial statements are divided into two categaories:

=« (Governmental activities - Most of the Township's basic services are included here, such as fire ang
police protection and genesral government, State shared revenue and property taxes finance most
of these activities.

s Business-fype activifies - The Township charges fees to customers to help it cover the costs of
ceriain seivices it provides, The Township's sewer and water systems are reported here as well as
its construction code inspection services.

Fund financial statements

The fund financial statements provide more detailed information about the Townships most significant
funds - not the Township as a whele. Funds are accounting devices that the Township uses o keep
track of specific sources of funding and spending for particular purposes.

=«  Some funds are required by state law and by boend agreements.
+ The Township Board establishes other funds to control and manage meney for panticular puiposss
or to show that it is properly using certain taxes and other revenues,

The Township utilizes three types of funds;

» Governmenial funds. WMost of the Township's basic services are included in governmantal funds,
which fogus on {1} how cash, and other financial assets that can be readily converted to cash, flow in
and out, and {2) the balances left at year end that are available for spending. Conseguentiy, the
governmental funds statements provide a detailed short-term view that helps you defermine whether
there are moere or fewer financial resources that can be spent in the near future to finance the
Township’s programs. Because this information does not encompass the additional jong-term focus of
the government-wide siatemenis, we provide additional information that explains the relationship
between them.

« Froprietary funds Services for which the Township charges customers a fee are generaliy reported
in proprietary funds. Proprietary funds, like the governmeni-wide statements, provide both long-
and short-term financial infarmation. In fact, the Township's enterprise funds are the same as its
business-type activities but provide meore detaill and additianal infarmation, such as cash flows.



Charter Township of Caledonia
MANAGEMENT’S DISCUSSION AND ANALYSIS {Continued)

«  Fiduciary funds. These funds are used to account for the collection and disbursement of rescurces.
orimarily taxes, for the benefit of parties cuiside the government. The Township is responsible for
ensuring that the assets reported in these funds are used for their intended purposes. The
Toewnship's fiduciary activities are reperted in 2 separate statement of fiduciary net assefs. We
exclude these activities from the Township's government-wide financial statements because the
Township cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net assets. Tofal nef assets at the end of the fiscal year were $28,617,375. Of this total, $11,048 042 is
invested in capital assets and $10,863,151 is restricted for various purposes. Conseguently, unrestricted
net assets were 36,608,182, or 23 percent of the total.

Condensed financial inform alion

MNet Assels
Gavernmental Businass-lype
acfiilies activilias Totads
2007 2006 2007 2008 2007 2006
Other assets 56,200,124 §$5,440,492 $13,076,882 $13.841379 $19236006 $19281871
Capital assets 3454117 3802055 18,706,812  19.031.128 22160728 22633181
Total assets 06623,241 BO42547 31783484 33872505 41446715 49 915052
Other liabilities 1,321,136 1258630 193,225 126,226 1,514,360 1,385,856
Long-ler debt 590,009 860,000 10725000 11530000  41,M5000 12 180,600
Total liabilities 1,814,135 1.9198630 10918225 11656226 42820380 13575856
Mel assels,
tnvested in capital assets,
nel of retated debl 2,864,117 2938055 8,183,525 7723196 11048042  10661,251
Reslricted 1,127,268 298 543 9835882 10202218 10,963,151 10,500,851
Unrestricted 3.760,720 3,886,313 2845462 3.280,776 6,605,182 7770595
Total net assets $7,7521406 $7142817 $20865288 521216280 $28617.375 §28339187

Changes in net assets. The Township's itotal revenugs were 34,466 9842 in 2007 compared to
$4 465490 in 2006 which represents a $1,452 increase. In 2007, nearly 25 percent of the total
revenues came from property taxes while anly 12 percent came from state shared revenue. More than
33 percent of the total revenues came from charges for services, primarily from sewer and water ufility
charges. In 2006, capital contributions represented 13 percent of the total revenues.

-idi-



Charter Township of Caledonia
MANAGEMENT'S DISCUSSION AND ANALYSIS {Continued)

The total cost of all Township functions, covering a wide range of servicas, totaled $4,188,764 in 2007,
This represents a $662,038 (192 percent) increase compared to the total cost of $3,528,726 in 2008, In
2007, almost 53 percent of the Township's costs relate to the provision of utility services. General
govemment and public safety account for 13 and 17 percent of he Township's total costs, respectively.

Goverrmental Business-type
activtes activifizs Tolals
2007 2008 2007 2005 2007 2006

Frogram revenues:

Charges for services § 297617 $ 272428 §£1,481024 51,0509%4 54478841 $1.332422

Operating arants & contributions IETI0 11,564 - - 36,720 11,5684

Capital granis & contritations 27,640 4000 HRE433 825,911 594,673 629,911
General revenues

Property taxes 1096,123 1167531 . - 1,085,123 1,167,531

Stale shared revenue 537,931 536,435 - - £37.931 236,435

Interesl income 267,403 221,786 277,308 275,030 545,301 498518

Gain on asset dispositions 51678 181,089 - - Y1678 181089

Other BE 475 08,720 - - 26,475 109,720

Total revenues 2442477 2504555 2024765 19680035 4466942 4465450

Expenses:

Leqislative 31,446 33079 - - 3,448 33079
General governmenl $32,890 606 291 - - 532 2390 608 291
Public safety 703,616 F16.947 - - 703 816 716 947
Public works 107,284 §3.173 - - 107,284 B2 178
Community & economic

development 224 291 180 650 - - 224,291 180,650
Culture & racreation 190,908 40,965 - - 190,908 40, 566
Interast 22,553 Nn.Tes - - 22,553 3,766
Sewer - - 997,759 919,728 957,758 919728
Water - - 1,214,721 21114 4,244 721 721114
nspectons - - 163,255 193,007 183,296 193 007

Total expenses 1,892,988 1,892.877 2375778 1833848 4483764 3526726

Increase (decrease) innet assets  § 628,189 § 811678 $ (351,011) $ 127086 § 278,178 § 038764

Gavernmental activities. Revenues exceaded axpenses during each of the past two years, causing
the Township's net assets to ingrease by $629,18%9 in 2007 and $811,678 in 2006. The Township's two
primary governmental revenues, property taxes and state shared revenus, have been more than
sufficient to cover the costs of goverrmental operations each of the past two years. The Township has
recognized significant interest income and gains on capital asset sales during the past two years which
has further increased the net assets of the governmental activities.

The cost of all governimental activities this year was 51,812 988 in comparison to $1,692,877 in 2008
which represents a 7 percent increase. After subltracting the direct charges to those who directly
benefited from the programs ($297.617}, operating grants ($36,720), and capital grants ($327.640), the
“‘public benefit” portich covered by properiy taxes, state revenus sharing, and other general revenues
was $1.404 885,



Charter Township of Caledonia
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued}

Business-type activities. Business-type activities decreased the Township's net asseis by $351,011
in 2007 while they increased the net assets by 127,086 in 2006. The decrease in net assets was
primarily the result of assessment refunds, In the amount of $385 924, The Township was able o
pravide refunds to certain watler system customers because the cost of a prior year capital project was
less than originally anticipated,

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

Governmental funds. As of the end of the current fiscal year, the Township's governmeantal funds
reported combined anding fund balances of $4,352,807, an increase of $789,734 in comparison with
the prior year. The increase occurred as a resuit of significant increases in the fund balances of both
the General Fund and the Emergency Services Fund as described below. The total fund balances of
the governmeantal funds are unreserved, or available for spending at the Board’s discretion,

The General Fund is the primary operating fund of the Township, At the end of the fiscal year,
unreserved fund balance was $2 276,463, which represents 259 percent of the actual total General
Fund expenditures for the current fiscal year. The fund balance increased by $550.448 during the fiscal
year due to substantial interest earnings {$102,438) and proceeds from the sale of 2 building
{$101,667).

The Emergency Services Fund experienced an increase in fund balance of $214 307 and has a fund
halance of $464 245 at the end of the year. The increase occurred because fax revenues exceeded
the cost of providing public safety services in the cumrent year. The Township expecis fo use a
substantial amount of the fund balance in the subsequent vear to purchase a fire fruck.

The Kraft Avenus Fund experienced an increase in fund balance of $30,478 because cumment year
revenues exceeded current year debt service costs.

Proprietary funds, The Sewer Fund experienced an operating loss of $292,031 and a decrease in net
assets of $37,641 because sewer rates are not currently set to cover the cost of depreciation of the
wastewater treatment infrastructure. Net assets were 511,421,216 at year end.

The Water Fund experienced an operaling loss of $130,959 and a decrease in net assets of $318,890.
The decrease in nat assets was primarnly the result of assessment refunds as explained above. Net
assets were $9 249 548 at year end.

General Fund hudgetary highlights

Revenues were $173,891 more than budgsted primarily due to proceeds from the sale of a building, in
the amount of $101,607, that was not conternplated at the time of the budget preparation. Genera! Fund
gxpenditures were 3157 547 less than the amounts appropriated because of lower than expected costs in
most departments. These variances, and an unbudgeted transfer out of $17 607, resulted i a $319,831

positive budget variance, and a $590,448 increase in fund balance compared to a budgeted increase of
5270617



Charter Township of Caledonia
MANAGEMENT'S DISCUSSION AND ANALYSIS {Continued)

Capital assets and debt administration

Capifal assels

The Township's investment in capital assets for its governmenial and businessiype activities as of
December 31, 2007, amounts to $22,16072% {net of accumulated depreciation). This investment
includes a broad range of assets, including buildings, fire equipment, and sewer and water facilifies.
Major capital asset events during the current fiscal year included the following:

+ The szle of the Alaska Hall building with net proceeds in the amount of $101 607,
« VWater system improvements on Ash Street at 2 cost of $128 741
o Agquisifton of various ilems of eguipment ot a total cost of $35.264.

Maore detailed information about the Township's capital assets 15 presented in Note 5 of the notes 1o
the basic financial statements.

Debt admiristration

At the end of the fiscal year, the Township had bonds cutstanding in the amount of $11,315,000, which
represents a decrease of $875,000 from the prior year. The decrease represents principal payments
tha Township made on its various bond issues that were all paid in 2 timely manner. Mo new debt was
issued during 2007. All debt is backed by the full faith and credit of the Township.

Other noncurrent liabilities totaling $28,520 represent accrued compensated absences.

More detailed information about the Township's noncurrent liabilities is presented in Note 6 of the basic
financial statements.

Econemic condition and outlook

The econcmic condition for Caledonia Township continues fo be solid. Buring & year in which many
entities acress the State of Michigan struggled with insuffictent revenues to meet demands, the

Township has remained financially strong and well positioned to address current and future financial
demands.

This is not to say, however, that reasons for caution and difigence should be ignored. As can be seen
almost everywhere, the rapid growth and development of a few years age has definitely declined. The
taxable valug increased 7% from 2006, down from the 8% average years. Preliminary reports for 2008
indicate an only 3% increase. State shared revenues, by far the largest element of general revenues,
will rernain relatively constant. The Township needs to assure thal the increases in expenses of
governmental and business type activities do not ocuipace the revenues to support them.

Interest earnings for 2007 provided & generous addition to overall revenues. However, foward the end
of the year, rates started falling dramatically, The 2008 budget did not fully anticipate this decline and
will need to be monitored closely throughout the year with respect fo interest eamings. Otherwise,
revenues can be expected to remain relatively flat.



Charter Township of Caledonia
MANAGEMENT'S DISCUSSION AND ANALYSIS {Continued}

Economic condition and outlook {Continued}

Qverall expenses for 2007 jumped significantly as a result of anticipated outlays related to parks and
road improvements under governmental aclivities and the refund that was issued related to the
northwest water district. Although the year ended with an increase in net assets, it was less than a third
the increase recorded for the prior year. Again, the Township will need to pay close atfention to
undesirable trends going forward,

The General Fund ended the year with a balance of $2,273.463 which represents 259 percent of the
actual General Fund expendituras for the year. This is up from 183% for the prior year. With this in
mind, and in an effort to set priorities for available funds, the Board of Trustees continues to review the
Township's capital needs - road repairfpaving, parks and recreation, technology vpgrades, improved
office {acility. It will be impeortant, however, to maintain sufficient reserves given the continuing
uncertain outlock for the state and |ocal economies.

The customer hase for sewer and water services continues to grow at a slower pace than in previous
years. Cash flows are positive, but revenues remain insufficient to offset depreciation and amortization.
Although this has been an ongoing reality, the Township fesls that an increase in user rates is not yet
indicated.

Long term debt for the utilities is funded primarily by fixed assessmenis. However, a portion of the
2003 Capital Improvement Bond relies on connection fee revenue from new customers. Although new
connections are barely keeping pace with inifial projections, the number of pre-payments of fixed
assessments combined with new connections has provided sufficient funds to not only meet current
cbligations but provide some reserve for future payments. This situation continues to reguire careful
manitering.

Contacting the Township's financial management

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Township's finances and to demonstrate the Township's accountability
for the resources it receives. Questions regarding any information provided in this report or requests
for additional financial information should be addressed to;

Richard Robkertson, Township Treasurer FPhone: (618) 391-0070
Charter Township of Caledonia

250 Maple Street

Caledania, Ml 49318

-wii-
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INGEPENDENT AUDITORS REPORT

Board of Trusiees
Charter Township of Caledonis, Michigan

We have audited the accompanying financial statements of the governmental activities,
business-type activities, gach major fund, and the aggregate remalning fund information of
the Charter Township of Caledenia, Michigan, as of Decemnber 31, 2007, and for the year
then ended, which collectively comprise the Township's basic financial statements, as
Iisted in the contents. These financial statements are {he responsibility of the Township's

management. Dur responsibility is fo express opinions on these financial statements
based on our audit.

We conducted our audil in accordance with U.5. generally accepted auditing sfandards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit mncludes axamining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit alse includes assessing the accounting
principies used and significant estimates made by managetnent, as well s evaluating the
overall financial statement presentation. We believe that our audif provides a reascnable
basis for cur cpinions.

In our opinion, the financial statements referred to above present fairly, in all materfal
respects, the respective financial position of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Charter
Township of Caledonia, Michigan, as of December 31, 2007, and the respective changes in
financial position, and, where applicable, cash flows thereof for the year then ended in
conformity with LS. generally accepted accounting principles.

0T8-S



Board of Trustees
Charter Township of Galedonia, Michigan
Page 2

The management's discussion and analysis and hudgetary comparison information, as
listed in the contents, are not reguired parts of the basic financial statements but are
supplementary information required by Governmental Accounting Sfandards Board. We
have applied certain limited procedures, which consisted principally of inquiries of
managemsant regarding fhe methods of measurement and pregsentation of the required
supplementary information. However, we did not audit the infermation and express no
opinion on it.

Our audlt was made for the purpose of forming opinions on the financial statements that
collectively comprise the Charter Township of Caledonia, Michigan's bhasic financial
statements. The combining nonmajor governmental fund financial statements, as listed in
the ¢contents, are presented for purpeses of additional analysis and are nof a required part
of the basic financial sfatements of the Charter Township of Caledenia, Michigan. Such
information has been subjected to the auditing procedures applied in the audif of the hasic
financlal statements and, in our opinion, s fairly stated in all materia!l respects in relation
to the basic financial statements taken as a whole.

J‘m&w&um.

June 12, 2008
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Charter Township of Cafedonia
STATEMENT OF NET ASSETS
December 3§, 2007

ASSETS

Current assets,
Cash
Investmznts
Receivatles
Prepaid expenses
Ceposit - fire truck
Internal balances

Total current assels

Honcurrent assets:
Receivables
Bond issuance costs, net of amorthization
Capital assels not being depreciated - land
Capital assels, net of accumulated depreciation

Total noncurrent assets
Total assets

LIABILITIES
Cwrrart hizhilities.
Payables
Escrow deposits
Crefarred revenue
Bonds payable

Total current ligbilities

Moncurrant labilities:
Compensated absences
Bonds payable

Tetal nancurrent hiabilities
Total lizbilities

NET ASBETS
Invested in capital assets, net of related debt
Resiricted for:
General govemment
Public safely
Dreidt zetvice
Unrestricked

Total net assets

Governmental  Business-fype
activities activities Totals

5 31540,658 % 8366321 § 5906579
735191 - 735,191
1,080 567 877,431 1,953,048
12,328 - 12,328
108,141 - 108,141

255,680 {255,600} -
5,732,575 5,988,122 12720697
476,549 5,886 447 £,352 048
- 202,313 202,313
280.212 - 280,212
3.173.805 18,706,612 21.880,517
3.830.668 24,795,372 28,726,038
9 663,241 31,783,994 41,446,735
100,098 193,225 293,323
17853 - 17,853
1,173,664 - 1,173,654
70,000 815,000 885,000
1,361,615 1,008,225 2,269,840
29,620 - 29,620
520,000 8,810,000 10,430,000
549,520 9,910,000 13,459,520
1,911,135 10,918,225 12,628,360
2,864 117 8,183,925 11,048,042
50,589 - 50,588
454, 245 - 464,245
B12 435 9,762,782 10,375,217
3,760,720 2,918,662 B,679,282
i3 7752106 0§ 20865269 § 28617.375

Sea nofes ko the fingnclal siafements
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Charter Township of Caledonia
STATENENT OF ACTIVITIES
Year ended December 31, 2007

Functions/Pregrams
Governmental activities.
Legisiative
General government
Public safety
Public works
Caommunity and economic
development
Recreation and culture
Interest on long-term debt

Tetal governmental
activities

Business-type activities:
Sewer
Water
Inspections

Total business-iype
aclivities

Totals

Pr ogram revenues

Operating Capital
Charges for  grants and grants and
Expetises services coniribufions condributions
$ 31446 $% - $ - $ -
532,880 228532 - 27 840
703,616 - 25,080 -
107 284 22,208 11,720 -
224 291 16,100 - -
190,808 - - -
22,553 30,777 - -
1,812,988 297,617 36,728 27,648
987,759 568.670 - 254 454
1,214,721 451,144 - 311,979
163,286 160,210 - -
2,378,778 1,181,024 - 566,433
$ 41887684 § 14788641 % B,720 5 594,073

General revenues:

Properiy taxes

State shared revenus
Unrastricted interest income

Cable franchis

e fegs

Gain on disposttions of capital assels

Other

Total general revenuss

Change in et assets

et assets - beginning

Met assets - ending



Net fexpenses) revenues and changes In net assets

Governmental Business-type
activities aclivifies Totals
$ {31,448} $ {31,448}
{(276,718) {276 718)
{578,816} (878,616)
{73.356) (73,356}
{208,191} (208,191}
{150,908} {190,808)
8224 8,224
{1,451,011) {1,451,011}
3 {173,635) {173,635}
{451,588} {451 588}
(3,086} {3,086}
(628,319} (628,319
£1,451.011) 628 319) {2,878 330}
1,896,123 - 1.886,123
537,931 - 537,931
267,993 277,308 545 301
63,826 - 53,626
91,8678 - 91,678
22,848 - 22,849
2,080,200 277,308 2,357,508
629 189 {351.011) 278,178
7122917 21,216,280 28339197
$ 7.752106 & 20,865,269 $ 28817375

See notes o dhe fnancial skaterments

&



Charter Township of Caledonia

BALAMCE SHEET - governmental funds

December 31, 2007

ASSETS

Cash

Invesiments
Raceivables

Oeposit - fire truck
De from other funds

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Payablas

Escrow deposils

Deterred revenus

Total tiabilittes

Fund balances.
Linreserved
Resarved for debl sanvice
Unreserved, repoited in nenmajor
special revenue funds

Total fund balances

Total liabilities and
fund balances

Total fund balances

Amourts reported for governmearital activitias in the statement of net

aszets (page §) are different because:

Capital assets vsed in governmental activities are not financial resources
and, therefore, are not repartad in tha funds.

Cenain assets, such as special assessments receivable, are not availakle to
liquidate iiabilities of the current perind and, therefore, are defetred in Lhe funds.

Expense deferraledaccruals:
Prepaid insurance
Compensated absences
Interest payable

Long-term fiabililies, including bonds payable, are not due and payable
in the current period and, therefore, are not reported in the funds.

Wet assets of governmental activifies

Major funds Nonmajor Total
Kraft Emergency governmental governmental
Ganeral Avartie Services funds funds

51308021 % 60061 F 683140 5 1488438 § 3540858
659 483 - - 65,708 735181
4856 776 555974 535 366G - 1.557.118

- - 108 141 - 108,141
255680 - - - 256,680
$2698970 §_ 616035 § 1326647 § 1555144 §_ 6,195,798
5 35814 % - 3 6778 3 106 % 86 458
17,853 - - - 17,853
372040 555,874 ap1 624 - 1,728,638

425 507 555 574 862 402 106 1.843 983
2273463 - 454,245 - 2,737,708
0,081 60,081

- - - 1,555,038 1.556,038
2,273.483 B0, 061 464,245 1.555.038 4.352 807
$2698870 5 B16,035 § 1326847 § 15551044 $ 6195795
5 4352807

3454117

555,974

12,328
(23,520)
(3,800)
{520,000

¥ 7752106

Sag notas Iy e Snamoial sfatemants

7



Charier Township of Caledonia

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - governmental funds

Year ended Dacember 31, 2007

Major funds
Kraft Emergency
Goneral Avenue Lervices
REVENUES
Property taxes $ 614371 % - $ 746719
Licenses and permits §3,760 - -
State grants 537 931 - -
Charges for services 21,968 - -
Interest and rentals 102 435 34,581 35,213
Other:
Sale of capiial asset j01 607 - -
Special assessments 22,208 78,425 -
Mizcellaneous 22 849 - 25,000
Total revenues 1,487,130 14,008 307,932
EXPENDITURES
Legislative 31,446 - -
General government 504,911 -
Pubiic safely - - 574,850
Public works 58,620 321 -
Community and economic development 224 291 - -
Recreation and culture 80,698 - -
Capital outiay 1% - 18,775
Debt service;
Principal - 70 000 -
Interest - 22 953 -
Total expenditures 878,075 83,274 593,625
EXCESS {DEFICIENGCY) OF REVENUES
DVER EXPENDITURES £08 055 20,732 244,307
OTHER FINANCING SOURGES {LUSES)
Transfers in - 8,746 -
Transfers out {17.607) - -
Total other financing sources {usas) {17,607} 9,745 -
MET CHANGE IN FUND BALANCES 580 448 30 478 214,307
FUND BALANCES - BEGINNING 1,683,015 29 5R3 245 938
FUND BALANCES - EMDING F 2273463 3 60 061 $ 484 245




Nonmafor Total
governmental  governmental
funds funds
% B 1,361,080

- 63,760
11,720 549,651
- 21,588
83,103 266,333
- 104,607
- 101.633
- 47 8458
94,823 2,503,891
- 31,448
212 505,123
- 574,850
8778 68,719
- 224 291
136,193 186,888
- 26,886
- 70,000
- 22853
148,183 1,714,157
{53,360 789,734
17 647 27,353
{8,746} {27,353)
7,861 -
{45,499) 782734
1600537 3.563.073
5 1,555.038 3 4 352 807

See noles lo the inancial slalemenis
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Charter Township of Caledonia

STATEMENT OF REVENUES, EXPENDITURES, AND GHANGES IN FUND

BALANCES - governmental funds (Continued}

Year ended December 31, 2007

Met change in fund balances - tofal governmental funds

Amounts reported for govermmental activities i the statement of

activities (page 6} are different because;

Governmental funds report capital outlays as expenditures. However,
in the statemant of activities, the cost of those assets is allosated
over their estimated useful lives as depreciation expense.

Add - assets acquired
Ceduct - asset dispositions
Deduct - provision for depreciation

Collections on special assessments receivable is a revenue in the
governmental funds, but the collections reduce long-term receivables

in the statement of net assets,

Ceaduct - collections on special assessments receivable

Frincipal payments on long-term debt

Changes in other assetsiiabilities:
MNet increase in prepaid insurance
Met increase in comipensated absences
Met decrease in interest payable

Change in net assets of governmental activities

See noles lo the finanoial siatements
-

789,734

35,264
{2,929}
(173,273}

{72.425)
78,000
1,088

{4 670}
400

629,189



Charter Township of Caledonia

STATEMENT OF NET ASSETS - propriefary funds

December 31, 2007

ASSETS
Current assets;
Cash
Receivables
Due from other funds

Total current assets

Noncurrent assets:
Receivables
Band issuance costs, net of
accumulated amortization
Capital assets, net of accumulated
depreciation

Total noncurrent assals
Total assets

LIABILITIES

Current liabilities.
Fayables
Chre to other funds
Bands payable

Total current liabilities

Moncurrent abilities - bonds payable
Tetal liabilities

NET ASSETS

investrnent in capital assets,
net of related debt

Festricted for debt service

Unrastricted

Total net assels

Nonmajor
Major funds fund

Sewer Water inspections Totals
$ 3056848 %$31M0512 § 1889581 § §.386 321
340,345 487 146 - 877.481
- 6,380 - £.380
3,447 193 3,604,048 198,861 7,250,202
2,855,652 30307985 - 5 886 447
126,780 81,533 - 202,313
10,324,144 8,382 468 - 18,706 612
13,380,576 11,4984 786 - 24 785 372
16,747 769 15,098,844 198,961 32,045 574
113,488 75,281 4,456 193,225
95,152 166,928 - 262,080
445,000 387,008 - 815,000
635 640 £29,209 4 458 1,270,305
4,689,913 5220087 - 9,810,600
5,326,553 5848 296 4,458 11,180,305
5,327,011 2,856 814 - 5,133,825
4.217.211 5845571 - 9762 782
1,876,994 847 063 194 505 2,818,562
$11.421.216 $8249548 § 194505 & 20,865.260

See notes lo the francial stalaments
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Charter Township of Caledonia

STATEMENT CF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS -

proprietary funds
Year endad Decomber 31, 2007

Nonmajor
Kajor funds fund
Sewer Water inspections Toials
OPERATING REVENUES
Charges for services:
Usage fees $ 483427 B - % - T 483427
Metered salos - 373,548 - 373,548
Licenses and permils - - 160,210 160,210
Tower rentzl " 76,800 - 78 80D
Other 8,100 FiktLs) - §.896
Total operating revenues 481 527 454,144 160,210 1,162 881
OPERATING EXPENSES
Fersonnel costs 17,366 37,148 146 002 180,516
Contracted operating and maintenance 431,789 257 8959 - 639,748
Repairs and maintenance 40 100 48,0656 - 86,156
Lilities - 38,153 - 38,153
Professional services 11421 15174 575 27 170
Mizcellaneous 0642 7,841 16,719 a4 202
Drepreciation 259,645 193810 - 453,255
Amaoartization 13,585 6 ife - 18,757
Total operating expenses 783,558 582 103 163,298 1,523,857
Operating loss £292.031) {130,853} {3,086} {426,076)
NONOPERATING REVENUES {EXPENSES)
Special assessment interest 82,408 221,579 - 404 075
Connection fees 71,558 Q0,400 - 162,358
Debt setvice charges 78,143 - - 73,143
Interest revenus 135,664 132,708 8,608 277,308
Assassment refunds - {386 994} - £386,904)
Interest expense {214,201} {245 624} - {458,825)
Total honoperating revenues
{expenses} 254,380 {187,931} 2,608 75,085
LHAMGE IN NET ASSETS {37841} {318,880} 5,520 £351,011%
NET ASSETS - BEGINNING 11,458 857 Q9,568,438 188,985 21,216,280
NET ASSETS - ENDING $11421216 $9,249548 §_ 184505 § 20,865,269

See notes lo the ingncisl siaferments
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Charter Township of Caledonia
STATEMENT OF CASH FLOWS - proprietary funds
Year ended December 31, 2067

Nonmajor
Major funds fund
Sewer Water inspections Totals

CASH FLOWS FROM CPERATING

ACTIVITIES
Receipts from customers $ 4785938 § 411,742 § 160210 § 1,051,880
Fayments to vendors and suppliers {464 744) {331.679) {35,723} {832,148}
Payments to employees {14,498) {14 401 {123,199 {152,098}
Met cash provided by operating activities 556 65,662 1,288 67,646
CASH FLOWS FROM NONCAPITAL

FINANCING ACTIVITIES
Decrease in due to ather funds - 109,342 - 109,342
CASH FLOWS FRON CAPITAL AND

RELATED FINANCING ACTIVITIES
Collections on assessments receivable 304 374 540 353 - 945 227
Collection of special assessment inferest 182 496 221,579 - 404 075
Connection fees 71958 90,400 - 162,358
Debt service charges 78143 - - 78,143
Acquisition of capital assets - £128,741) - {128,741
Assessment refunds - {3B8E.394) - {386 984
Principal payments on capital debt (418 0003 {387 .060) - {805,000}
Interest payments on capital debt [216,504) {248.021) - {464 525}
Met cash provided by (used in) capital and

related financing activities 2,467 {197 924} - {185,457
CASH FLOWS FROM INVESTING

ACTIVITIES
interest received 135,594 132 708 8,606 277,308
NET INCREASE IN CASH 138157 108,788 5,894 258,839
CASH - BEGINNING 2917 651 3,008 724 188,067 6,107 482
CASH - ENDING $3056848 $3110512 § 198981 $6,386321

Eee notes lo the Frrancial stzlemernts
2=



Charter Township of Caledonia
STATEMENT OF CASH FLOWS - proprietary funds {Continued}
Year ended December 31, 2007

Nonmajor
Major funds fund
Sewer Water Inspections Tolals

RFeconciliation of operating loss to net

cash provided by operating activities:
Operating loss $ (292,031) 5 (130,959 S (3088} $ (426,076}
Adjustments to reconcile operating loss to

net cash provided by operating activities:

Depraciation 258 645 143,610 - 453,255
Armortization 13,595 6162 - 19,757
Increase in receivables {11,588} {35,402} - (50,991)
Increase in payables 31,676 36,251 4,374 71,71
Met cash provided by operating activities $ 696 $ 685662 § 1288 § 67648

Sec nofes o the financig! stalements
T



Charter Township of Caledonia
STATEMENT CF FIDUCIARY NET ASSETS - agency funds
December 31, 2007

ASSETS

Cash $ 1,224,114
LIABILITIES

Dus to other governmental unifs 1,224114

Jee notes o e fnancial staterments
-14-



Charter Township of Caledonia
NOTES TC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Township of Caledonia, Michigan {the Township), conform to US.
generally accepted accounting principles (hereinafter referred to as generally accepted accounting
principles) as applicable to governments. The following is a summary of the more significant policies.

a) Reporting entily,
The accompanying financial statements present only the Township, There are no cormpanent units,
enlities for which the Township is considered to be financialiy accountable.

b} Gavernment-wide and fund financial sfalements:

The government-wide financial statements (e, the siatement of net assels and the siatement of
activities) report information on all of the nonfiduciary activities of the Township. The effect of inter-fund
aclivity has been removed from these statements. Governmental achiviies, normally supported by
taxes and intergovemmental revenues, are reported separately from business-iype aclivities, which
rely to 2 significant extent on fees and charges for suppart,

The statement of aclivities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues, Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: {1) charges to custorners o applicants who purchase, use, or
directly benefit from goods, services, of privileges provided by a given function; and (2) grants and
gontributions that are restricted fo mesting the operational or capital reguirements of a particular
function. Taxes and other itemns not properly included among program revenues are reported instead
as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the Iatier are excluded from government-wide financial statements. Major individual
gaverrmmantal funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

¢) Measurement foous, basis of accounting, and financial statement presentation:

The governmeni-wide financial statements are reported using the economic resources, measurement
focus, and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when eamed and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property faxes are recognized as revenues in
the year for wiich they are levied, Grants and similar itets are recognized as revenues as soon as all
aligibitity requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources,
measurement focus, and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenuss are considered to be available if they are
coliected within the current period or soon encugh thereafier to pay liabilities of the current period. For
this purpose, the Township generally considers revenues o be available if they are expecied to be
collected within G0 days of the end of the current fiscal period. Expendifures generally are recorded
when a lizbility is incurred, as under accrual accounting. However, deb! service expenditures,
expenditures relating to compensated absences, and claims and judgments are recorded ondy when
paymeant is due,
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Charier Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

£) Measurement focus, basis of accounting, and financial statement presentation {continued):

State grants, licenses and permits, charges for services, and interest asscciated with the current fiscal
period are all considered to be susceptibla to accrual and so have been recognized as revenues of the
current fiscal pertod. Only the portion of special assessment receivables due within the cuirent year is
considered susceptible to accrual as revenue of the cument period. All other revenue iteins are
consitdered to be measurable oniy when cash is received by the government,

The Township reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial
resources of the Township, except those required io be accounted for in another fund
Revenues are primanily derived from properly taxes and state shared revenue.

The Emergency Services Fund accounts for the financial resources used for the operational

costs of the Township's public safety funciions. Revenuss are primarily derived from property
faxes.

The Kraft Avenus Fund accounts for the financial resources used o finance a sireet
tmprovement construction project. Revenues are primarily denved from special assessments
and interest,

The Township reporis the following major preprietary funds:
The Sewer Fund accounts for the activities of the Township's sewage collection systems.
Tha Water Fund accounts for the activities of the Township's water distribution system.

Frivate-sector standards of accounting issued prior to December 1, 1989, are generally followed in
both the governmeni-wide and proprietary fund financial statements to the exdent that those standards
do not conflict with the standards of the Governmental Accounting Standards Beard (GASB).
Governments alsc have the option of following subsequent private sector guidance for their business-
type activities and enterprise funds, subject to this same limitation. The Township has elected not to
follow subsequent private-sector standards.

The Township reports a fiduciary fund, its Tax Collection Fund, which agcounts for assets held by the
Township as an agent for other governments andfor other funds. Agency funds are custodial in nature
{assats equal liabilities) and do not invelve measurement of results of operations.

Amounts reported as program revenues include: (1) charges to customers or applicants for goods,
seivices, of privileges wrovided, (2) operating grants and contributions: and (3) capital grants and
confributions, including special assessments. Internally dedicated resources are reporied as general
revenues rather than as program revenues, Likewise, general revenues include all taxes.

-16-



Charter Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES (Continued):

c) Measurement focus, basis of accounting, and financial statement presenfation (Continued}.
Proprietary funds distinguish operating revenues and expenses from non-operating items, Operating
revenues and expenses generally result from providing services and producing and dslivering goods in
coninection with a proprietary fund's principal ongoing cperations. The principal operating revenues of
the proprictary funds relate to charges to customers for sales and services., Operating expensas for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. Al revenues and expenses niol meeting this definiion are reported as nonoperating
revenues and expenses.

When both restricted and urrestricted resources are available for use, it is the Township's policy fo use
restricted resources first, then unrestricted resources as they are needed.

di Assets, liabilities, and netl assefs or equily.
i} Barmk deposits - Cash is considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of aoquisition.

it Receivables - In gengral, cutstanding balances between funds are reported as "due tofirom
other funds” Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as "internal
balances.” No allowance for uncollectible accounts has been recorded as the Township
considers all receivables to be fully collectible.

#) Prepaid iterns - Certain payments to vendors reflect costs applicable fo future fiscal years
and are recorded as prepaid items in the government-wide financial statements.

v} Capital assets - Capital assets, which include property, equipment, and infrastructure assets
{e.9., shared road cosis and sewer and water systems), are reportad in the applicable
governmental or business-type activities column in the government-wide financial stataments.
Capital assets, other than infrastructure, are defined by the Township as assets with an initial
individual cost of more than $2,500 and an estimated useful life in excess of fwo years, Such
assets are recorded st historical cost or estimated historieal cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.
Governments can slect to account for infrastructure assets esither refroactively to June 135,
1880, or prospeciively. The Township has elected fo account for infrastructure assets
prospectively, beginning January 1, 2004,

Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements 15 - 60 years

Equipment 3-10years
Wehicles 5 - 20 years
Sewer and water systems 50 vears

vl Fund equity - In the fund financial statements, governmental funds repoit resenvations of
fund balance for amounis that are not available for approprigtion or are legally restricted by
outside parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject 1o change,
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Charter Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

g) Assels, liabiblies, and nef assels or equity [continuad);
vi} Property tax revenue recognifion - Property taxes are levied as of December 1 on property
values assessed as of December 31 of the prior year. The billings are due on or before
-ebruary 14, after which time the bill becomes delinguent and penalties and interest may be
assessed by the Township, Property tax revenue is recognized in the year for which taxes have
been levied and hecome available, The Township levy date is December 1, and, accordingiy,
taxes have been deferred from recognition as revenue until the following year.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY:

Budgelary iformation;

Annual budgets are adopted on a basis consistent with generally accepted aceounting principles for all
governmental funds. The budget document presents information by fund, function, and department.
The legal level of budgetary contro! adopted by the governing body is the function level. All annual
appropriations lapse 2t the end of the fiscal year,

Excess of expendifures over approprialions:
The fellowing schedule sets forth significant budgst variances.

Fund Funglipn Budget Actural Variance

General Publicworks $496.340 559620 § 3,280
Transfers out - 17,607 17,607

MOTE 3 - CASH AND INVESTMENTS:

The Township's cash and investments are as follows:

Governmenial  Business-type

activities achvliss Fiduciary Totals
Cashonhand S 200 % - ] - ] 200
Deaposils 3,540,453 £,366 321 1,224,174 11,130,893
Investments 735,191 - - 735191

$ 4275848 S B3BE321 § 1224114 $ 11,866,284

Deposis:

Michigan Compiled Laws Seclion 129.91 {(Public Act 20 of 1243, as amended} and the Township's
investment policy authorize the Township o make deposits in the accounts of federaliy-insured banks,
credit umons, and savings and loan associations that have an office in Michigan. The Township's
deposits are in acgordance with statutory authority.
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Charter Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Continued}

NOTE 3 - CASH AND INVESTMENTS (Continuad).

Depasits {continued):

Custodial credit risk is the risk that, in the event of the failure of a depository financial institution, the
Township will not be able to recover its deposits, Depesits are exposed to custadial credit risk if they are
niot covered by depository insurance and are uncollateralized. At December 31, 20067, $10.867 277 of the
Township's bank balances of $11,367 577 was exposed to custodial credit risk hecause it was uninsured.
The Township helieves that it is impractical to insure all bank deposits dus to the amounts of the
depasits and the limits of FDIC insurance. As a resulf, the Township evaluates each financial institution
with which it deposits funds and assessas the nisk level of each institution. Oniy the institutions with an
acceplabtle estimated nisk level are used as depositories.

nvestments:

State statutes authorize the Township to invest in 3} obligations of the 1.8, Treasury, agencies, and
instrumentalities. k) commercial paper, with three {3) highest rate classifications by at least two (2) rating
services, maturing not later than 270 days, c)repurchase agreements, collateralized by U.S.
governmental securities; d) bankers' acceptances; ) mutual funds; and f) investment paols organized
under the local government investment pool act. The Township's investments consist of holdings in the
Kent County Investment Pool, which are nonrisk-categonzed gualifying investments, and are carvied at
cost, which approximates fair market value,

NOTE 4 - RECEIVABLES:
Feceivables as of year end for the Township's individual funds are as follows;

ntergovern-  Property Special

Fund Accounts mental faxes assessments Totals
Govemmental activities:
General Fund & 35027 § 1B2281 £248468 % - % 485776
Kraft Avenue Fund - - - 655,974 Bh5 974
Emergency Services Fund - - 535,368 - 535,366

Total governmentat activities  $ 35,027 § 182281 §$ 783834 § 555974 1§ 1,557,116

Noncurrent portion $ -, 8 - 8 - 3 476549 S5 476549
Business-type activities:
Sewer Fund 3 052491 % - $ - 5 3193508 § 3245997
Water Fund 56,545 - - 3,481,358 3617.941
Total business-type activities § 108036 3 - 3 - 5 GEBb4802 55763038
Noncurrent portion 8 - 3 - 3 - $ 5BBE 447 § 5888447

-19-



Charter Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Centinued)

MNOTE 5 - CAPITAL ASSETS:

Capital asset aclivity for the year ended December 31, 2007, was as follows:

Eeginning Ending
bafance Increases Decreases balance
Govemmantal activities;
Capital assebs not being depreciated -tand § 282712 & - 3 (2,600 & 280,212
Capital assels being depreciated:
Shared road costs 771,280 - - 771,280
Buildings 1,852,381 - (21,600) 1.830 781
Wahicles 1,308,133 - - 1,306,133
Equipment 256,315 35 264 {15.000) 275,578
Subtotal 4.186,11% 365,264 (36.600) 4184, 783
Less accumulated depreciation:
Shared road costs {40,339) {38,565) - {78,804)
Buildings {164,584) (38 424) 16,2968 (186 722}
Vehicles {210.843) (68,330) - (879273)
Equipment {150 508) {27 954} 12 875 (1655 ,978)
Subiotal {886,778) (173273} 29171 (1,010,878}
Capital assets being
depreciated, net 3,319,343 {138,005} {7.4289) 3,173,805
Governmental activilies capital assets, net $ 3602085 S (138008} & (2.929) % 3.454117
Business-type activities”
Capital assets baing depreciated:
Sewer system $12,403 200 % - 5 - $12.403.300
Water syskam 9,490,147 128 741 - 9618883
Buildings and equipment 328 070 - - 339,070
Subkotal 22232 417 128,741 - 22 361 158
Less accumulated depreciation;
Sewer sysiem {2,077 031} {248,083) - {2.325,094)
Water system {1,057, 709} {191,991} - (1,243,700)
Buildings and eguipment {72 551) (13,201} - (832,752)
Subtotzl {3,201,281) {453,255} - {3.654,546)
Business-type activities capital assets. net $19031126 5 (324514} § - $18.706,612
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Charter Township of Caledonia

NOTES TO FINANCIAL STATEMENTS {Continued}

NOTE 5 - CAPITAL ASBETS {Continued).

Depreciation expense was charged to governmental activity functions of the Township as follows:

Governmental aclivities,

General government ¥ 18,874
Public safety 114, 815
Fublic works 38,965
Recreation and culture 1.018

Total governmental activities  $ 173,273

MOTE 6 - LONG-TERM LIABILITIES:

At December 31, 2007, long-term liabilities are comprised of the following individual issues:

Governrmental activities:
Bonds payable:

$715,000 2005 General Obligation Limited Tax bonds - payvable in annual
installiments ranging from $55.000 to $75,000, plus interest at 3.1% to 4.1%,;

fina! payment due May 2015

Accrued compensated shsences

Total governmental activities

Business-type activilies:
Bonds payable:

1,180,000 2001 Sewer systemn refunding bonds

- payable in annual

installments ranging from 365,000 to 100,000, plus interest at 4.0% {0 5.0%:
final payment due May 2014

35,000,000 2001 Public improvement special assessment bonds - payabls in
annwal installments ranging frorm $400,000 to 5500,000, plus interest at
3.15% to 6.00%:; final payment dua November 2020

2 650,000 2003 Capital improvement bonds - payable in annual installments

ranging from $75,000 to 5175000, plus interest at 2.5% to 4.5% final
payment due Movember 2022

3162000 2004 Sewer system refunding bonds - payable in annual
instzllments ranging from 100,000 to $180,000, plus interest at 2.0% to
4,0%; final payment due November 2015

Total business-kype activities

2

$ 580,000

29,520

$ 619,520

3 675,000

6.500 000

2,275,000

1,275,000

F 10,725,000



Charter Township of Caledonia

NOTES TO FINANCIAL STATEMENTS {Continued)

IR P —
NOTE 6 - LONG-TERM LIABILITIES (Continued):
Long-term liability activity for the year ended December 31, 2007, was as follows:
Amounts
Beginning Ending due within
balznce Additions  Reduclions balance one vear
Gevernmental activities:
2005 General obligation bonds  $ 650,000 % . S {70000y §  5%0000 $ V0,000
Compensated absences 21,301 43,400 {35,181) 29520 -

Total governmental

activitics 5 681301

Business-type aclivities:
2001 Sewer refunding bonds 5 750,000
2007 Public improvement bonds 7.000,000
2003 Capital impravement bonds 2,375,000
2004 Sewer refunding bonds 1,405,000

$, 43400 § (105.181)

$ 619520 § 70,000

Total businass-type
activities % 11,830,000

$ - $ (75000 $ &75000 § 75,000
- {00,000) 6,500,000 £00,000
- {100,000) 2275000 100,000
- {130,000} _ 1,275,000 140,000
3 - § {805000) $10725000 § 815000

At December 31, 2007, dehbt service reguirements, excluding compensated absences, were as follows:

Year ended  Govemmantal activities Business-fvpe activifies

fiecember 31; EFrincipal Intarast Principal interast
2008 £ 70,000 § 20885 815000 % 435125
2008 70,000 18,386 875,000 407 575
2010 75,000 15,500 £75,000 376,463
2011 75,000 13.2189 g80,000 348 212
2012 75,000 10,425 885,000 394688
2013 - 2017 225000 138620 4,020,000 1.025,863
2018 - 2022 - - 2,375,000 320,425
Totals % 650000 $ 82274  §10,725000 53239451

All debt is secured by the full faith and credit of the Township.
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Charter Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Continued}

MOTE 7 - PAYABLES:

Payables as of year end for the Township's individual funds are as follows:

Accoumts FPayrol Interest Totals

Govemmenta) activities:
General $ 20445 % 15169 § - 3 35814
Emergency Samnvices 40 358 20,419 - 60,778
WNonmajor governmentsl hunds 106 - - 106
Total governmental activiies 3 80310 5 35588 3§ - $ 95498

Business-type achivities:
Sewer 5 78284 % - $ 34234 §F 113488
Water 36,415 - 38,866 75281
Inspections g7 4,369 - 4 456

Total business-type activiies $ 115756 $ 4,380 $ 73,900 & 183,225

NOTE 3 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:
At December 31, 2007, the composition of interfund balances is as follows:

Fund Feceivable Fund Favable

Sewer § 88762

Water 186,928

General § 255680 255,680
Wiater 6,390 Sewer 6,390
Totals S _ 262,080 Totals  §262 080

The amounts payable to the General Fund from the sewer and water funds represent adgvances used
to finance sewer operating costs, in the amount of $54,795, water operating costs, in the amount of

$109,342, and capital acquisitions, in the amount of $91,553. The balances are scheduled to be
collected in the subsaquent year.



Charter Township of Caledonia
NCTES TC FINANCIAL STATEMENTS (Continued)

NOTE & - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS (Continued):

The interfund transfers for the year ended December 31, 2007, are as follows:

Fund Transter in Fund Transfer out
MNonmajor goveramental funds 3 17 8607 Geners) ] 17,607
Kraft Avenue 8,746 Monmajer governmental fund 9 746
Totals § 27353 § 27,353

The transter to the Township Improvement Fund of $17 6087 represents a set-aside fransfer of
unrestricted revenuss, The transfer to the Kraft Avenue Fund of $9,746 represents partial funding of
debt service costs.

NOTE 9 - DEFERRED REVENUE:

Governmental funds report deferred revenues in connection with resources that are not considerad to
be available io liguidate liakilities of the current period. The Township's unavailable revenues consist of
special assessments that are being used to finance a road improvemeant project,

Governmantal funds also defer revenue recagnition in connection with rescurces that have been
received bui not yet earned. The Township's unearnad revenues consist of properiy {axes levied
December 1, 2007, that will finance expenditures of the following year,

At the end of the current fiscal year, the various componerts of deferred revenues are as follows:

Fund LUnearned LUnavailable Tofals
General 5 372040 % - $ 372040
Emergency Senvices B 624 - 801624
fraft Avenusa - 55 974 55 074

Totals  § 1173864 § 55974 § 1229638

MOTE 10 - RISK MANAGEMENT:

The Township is exposad to varicus risks of loss related to property loss, torls, errors and omissions,
and employee injuries {workers' compensation). The Township has purchased commercial insurance
for each of these claims and is neither selff-insured, nor participates in a shared-risk pool. Setlled
claims relating to commercial insurance have not exceadad the amount of insurance coverage in any
of the past three fiscal years.
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Charter Township of Caledonia
NOTES TO FINANCIAL STATEMENTS {Continued}

NOTE 11 - DEFINED CONTRIBUTION PENSION PLANM:

The Township provides pension benefits for substantially all of its full-time employees through a2 defined
conirtbuiion plan, In a defined contribution plan, benefits depend solely on amounts confiibuted to the
plan, plus investment eamings. Employees are eligible to participate from the date of employment. The
Township contributes 5% of each qualified employee’s compensation io the plan and matches any
employee contributions up to 5% of the employee's compensation. The Township's contributions are fully
vesied immediately, The Township is not 2 trustee of the plan, nor is the Township responsible for
investment management of plan assets.

The Township made the required contributions of $48 798 for the year ended December 31, 2007,

MNOTE 12 - CONTINGEMCY:

The Township is contingently liable for payback payments to the developer of the Gordon Grove Special
Assessment District. In accordance with the development agreement, the Township must make payback
payments when additional custorners connect to the utility systems. At December 31, 2007, the Township
is contingently liable for payments to the developer of approximately $537,000. This agreement
terminates on July 1, 2028,
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Charter Township of Caledonia

SUDGETARY COMPARISON SCHEDULE - General Fund

Year ended December 31, 2007

REVENUES
Property taxes
Licenses and permits
State grants
Charges for sarvices
Interest and rentals
Other:
Sale of capital asset
Speacial assessments
Miscellaneous

Total revenues

EXPENDITURES
Legislative

Sensral government;
Supervisor
Electicns
Assessor
Lenal fees
Clerk
Board of review
Treasurer
Building and grounds
Cemetery
General administration

Tatal general government

Public works:
Strect lighting
Drains
Weed contro!

Total public works

Variance
Original Amended favorable
budgef budget Actual {unfavorable)
$ 550000 § 559000 S 614371 $ 55,371
67,393 87 383 63,760 {3,633}
554 756 554 756 537,931 {16,825}
24 250 24 250 21,965 {2,282}
64 000 64,000 102,436 38,436
- - 101,607 131,607
25,340 25,340 22,208 {3,132}
12,580 12,500 22,849 10,349
1,307 239 1,307,239 1,487,130 179,881
35,447 35,447 31,446 4,081
35,204 35,201 34,079 1,122
7,965 7,965 324 7.631
85,544 85,544 82,268 3276
58,000 50,000 46,840 3,160
86,831 86,831 72,258 14673
1,742 1,742 1.347 395
56,164 86,164 70,822 {4,758)
51,808 51.606 42 020 5,586
34,715 34, 715 13,441 21274
170,254 170,254 141 402 28 852
590,122 290,122 504,911 85211
16,500 16,500 22 435 {5,935)
25,600 25000 7,125 7875
14,840 14 840 20,060 {52200
56,340 56,340 59,620 {3,280
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Charter Township of Caledonia

BUDGETARY COMPARISON SCHEDULE - General Fund (Continued)

Year ended Decermnber 371, 2007

EXPENDITURES (Cantinued)

Community and economic developrment -

planning and zoning

Recreation and culiure:
Cable television
{ibrary

Total recreation
angd culture

Capital cutlay
Total expendifures

EXCESS OF REVENUES GVER
EXPENDITURES

OTHER FINANCING USES
Transfer out

NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance
Criginal Amended favorable
budget hudget Actual {unfavorable)
$ 266828 $ 266828 3 224091 $ 42,537
35,0800 35 000 35,125 {125}
16,635 16,685 15,671 1,114
51,685 51,685 50,898 a89
25,200 36,200 8,111 28 089
1026 627 1,036 622 B79 075 157 547
280,617 2708617 608 055 337,438
- - {17 607} {17,607)
280,817 2708617 590 448 318,831
1,683,015 1,683.015 1683015 -
$18683.632 $1,953632 $2273463 3 318,831




Charter Townshig of Caledonia

BUDGETARY COMPARISCN SCHEDULE - Emergency Services Fund
Year enged December 31, 2007

il

Variance
Original Amended favorable
budget budget Actual {unfavarable)
REVENUES
Property taxes $ 746179 § 746,179 § V48719 § 540
Interest - - 36213 36,213
Other - donations 25,000 25,000 25 000 -
Total revenues 771,178 771,179 807 832 38,753
EXPENDITURES
Public safety
Fire protection 394,322 384 322 303,254 91,068
Police protection 228 707 228707 271,586 {42 88%)
Capital outiay 135,600 135,000 18,775 116,225
Total expenditures 758,029 758,029 593 625 164,404
NET CHANGE IN FUND BALANCES 13,150 13,150 214,367 201,157
FUND BALANCES - BEGINNING 249 938 248,038 245,938 -
FUND BALANCES - ENDING 3 263088 § 263088 § 464,245 $ 201157
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Charter Township of Caledonia
COMBINING BALANCE SHEET - nonmajor governmentaf funds
December 31, 2007

Special revenue funds

Street Parks and Public
improvemerdt Recreation Improvement

ASSETS

Cash $ 450137 & 216830 $ 84,268

Investmernits - - -
Total asseis S 4501437 3 216830 % 94,268

LIABILITIES AND FUND BALANCES

Liabilities - payables $ - L - % -

Fund balances - unreserved, undesignated 458,137 216,830 g4 268

Total iabihties and
fund balances % _450_.1_3? 3 218.83? $ 94 268




Special revenue funds

Total

nronmajor

Township governmental
improvement Library Cemetery funcls

S 157,723 § 519783 § 0685 % 1,480 436

- §5,708 - 65, 708

$§ 157723 $ 585491 $ 50695 $ 1555144

$ - $ - 3 08 § 106

167,723 585,491 50,589 1,555,038

$ 157723 § 585491 $ 50895 $ 1555144

2.



Charter Township of Caledonia

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES [N FUND BALANCES - nonmajor governmental funds
Year ended December 31, 2007

Special revenie funds
Street Parks and Public
improvement Recreatipn Improvement
REVENUES
State grant $ 11,720 - $ -
Interest 17,680 15,066 4 064
Total revenuas 28 400 15,066 4 (64
EXPENDITURES
GCengral government - - -
Public works 8,778 - -
Recreation and culture - 114,193 -
Total expenditures 8778 114 183 -
EXCESS {DEFICIENCY) OF REVENUES
OVER EXPENDITURES 20622 {89127} 4 (64
OTHER FINANCING SOURLES {UISES)
Transfer in - - -
Transfer out {9 746} - -
Total other finzncing sources {uses) (9,746} - -
NET CHANGE IN FUND BALANCES 10,876 (98,127} 4 064
FUND BALANCES - BEGINNING 438,261 315,857 gD 204
FUND BALANCES - ENDING $ 450,137 & 216,830 % 94,268




Toiai

Special revenue funds nonmajor
Township governmental
Improvement Likrary Cemelery funds

$ - $ - $ - 3 11,720
7,836 36,461 2,196 43,103

76356 36,461 2,186 94,823

- - 212 212

- - - 8778

- 25,000 - 138,183

- 25,080 212 148,183
7,636 11,461 1,684 {53,360}

17,607 - - 17,667
; - - {8,748}

17 607 - - 7,861
25,243 11,461 1,984 (45,499)
132,480 574,030 48,805 1,600,537

$ 157,723 $ 585491 $ 50589 § 1555038
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Siegfried Crandallrc 24 g o
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Certified Public Accountants & Advisors

Teiophone 269-221-2970
B0G-B/6-3278
["ax 269-349-13£4

June 12, 2008

To the Board of Trustees
Charter Township of Caledonia

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggreqate remaining fund information of the Charter
Township of Caledonia for the year ended December 31, 2007, and have issued cur report
thereon dated June 12, 2008, Professional standards require that we provide you with the
following information related to our audit.

Qur Responsibiiity under U.S. Generafly Accepted Auditing Standards

As stated in our engagement letter dated November 28, 2007, cur responsibility, as
described by professional standards, is to plan and perform our audit to obtain reascable,
but not absolute, assurance that the financial statements are free of material misstatement
and are fairly presented in accordance with LS. generally accepted accounting principles.

Cur audit of the financial statements does not relieve you or management of your
responsibilifies.

Quaiitative Aspects of Accounting Practices

Management Is responsible for the selectlon and use of appropriate accounting policies.
In accordance with the terms of our engagement letter, we will advise management zhout
the appropriateness of accounting policies and their application. The significant
accourting pelicies used by Charter Township of Caledonia are described in Note 1 to the
financial statements. No new accounting policies wera adopted and the application of
existing pelicies was not changed during 2007. We noted no fransactions entered info by
Charter Tewnship of Caledania during the vear for which there Is a lack of authaoritative
guidance or consensus. There are ne significant transactions that have been recognized
in the financial statements in a different period than when the transaction cccurred.

Accounting estimates are an integral part of the financial statemenis prepared by
management and gre based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive hecause of their significance to the financlal statements and because
of the possibility that fufure events affecting them may differ significantly from those
expected. The most sensitive estimate affecting the financial statements was capital asset
depraciation.

Managemznt's estimate of the capital assst depreciation is based on the estimated useful
ives of the Township's capital assets. We evaluated the key facters and assumptions

used to develop the capital asset depreciation in determining that it is reascnable in
relation to the financial statements taken 2 S_aAvho

fUE- 0N



Beard of Trustees
Page 2
June 12, 2008

The disclosures in the financial statements are neutral, consistent, and clear.
Audit Adjustments

For purpeses of this letter, professional standards define an audit adjustment as a
nroposed correction of the financial statements that, in cur judgment, may not have been
detected except through cur auditing procedures. Management has recorded all of our
proposed zudit adjusiments.

Disagreements with anagemernt

For purposes of fhis Ieifer, professional sfandards define a2 disagreement with
management as & matier, whether or not resolved t¢ our satisfaction, concerning a
financial accounting, reporiing, or audifing matter that could ke significant to the financial
sfatemanis or the auditor's repori. We are pleased to report that no such disagreements
arose during the course of our audit.

Management Representations

¥We have requested cerfain representations frorm management that are included in the
management representation letter associated with the audits for the year ended December
31, 2007.

Other issues

We generally discuss a variety of matters, including the application of accocunting
principles and auditing standards, with management sach year pricor to retention as the
auditors of the Charter Township of Caledonia. However, these discussions occcourred in
the normal course of our professional relationship and cur responses were not 2 condition
te our retention.

Difficutties Encountered in Performing the Audit

We encountered no significant difffculties In dealing with management in peforming and
complsting our audit.

Communication Regarding internal Contraf

in planning and performing our audif of the financial statements of the Charter Township
of Caledonia as of and for the year ended December 31, 2007, in accordance with auditing
asfantdards generally accepted in the United Siates of America, we considered the Charter
Township of Caledonia's internal control over financial reporting (internal control} as a
basis for designing aur audifing procedures for the purpose of expressing cur opinion on
the financiai siatements, but not for the purpose of expressing an opinlon on the
effectiveness of the Township's internal control. Cur consideration of internal control
included procedures o evaluate the design of contrels relevant to an audit of financial
statements and o determine whether they have been implemented, but it did not include
nrocedures fo fest the operating effectiveness of controls, and accordingly, was not
directed to discovering significant deficiencies in internal control. Accordingly, we do not
express an opinicn on the effectiveness of the Township's internal control.



Board of Trustees
Page 3
June 2, 2008

Our consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified a deficiency in infernal control that we consider to be a material
weakness.

A contrel deficiency exists when fthe design or operafion of a contral does not allow
nmanagement or employees, in the normal course of performing their assigned functions,
fo prevent ar detect misstatemeants on a fimely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability
to initiate, authorize, recordd, process, or report financial data reliably In accordance with
generally accepied accounting principles such that there is more than a remote likelihood
that a missfatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entiy™s internal control.

A material weakness is a significant deficiency, or comhbination of signiflcant deficiensies,
that results in more than a remate likelihood that & material missfatement of the financlal
statements will not be prevented or detected by the entity’s internal control.

The Township has not implemented a system of controls to prepare finzncial
statements in agcordance with LS. generally accepted accounting principles,
including procedures to achieve the objectives of recording revenue and
expense accruals, the capitalization and depreciation of capital assets, and
the presentation of financial statement disclosures. This is a recurring
commment. The Township has defermined that the additional benefits derived
fram implementing such a system would not cubweigh the costs incurred to
do so.

This communication is intended solely for the information and use of the Boart of

Trustees of the Charter Township of Caladonia and the State of Michigan Depariment of
Treasury and is not intended to be angd should not he used hy anyone other than fhese

specifisd parties.
J%J/ &M Ae.



